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CHAFIER 13

MANAGING INTERNAL AUDIT CH3RATICNS

A. PUI@06E

This chapter oovers the responsibilities of audit management for ensuring
that audits conducted f ulf ill the mission and responsibilities approved for the
DoD internal audit organizations ty the leadership of the Department of Defense
and the Military Departments, that resources are employed ef f icientl.y d
effectively, and that atiits conform to generally accepted government auditing
standards and DoD internal audit policies and procedures.

r.’

B. APPLICABILITY

This chapter apylies to the D@ internal atiit organizations. While caupli-
ance with this chapter is not required of internal review and nonappropriated
fund audit organizations, those organizations are strongly encouraged to apply
the policies, as appropriate.

Sections 600 and 700, D@ Internal Auditing Standards (Chapter 2 of this
Manual) , include nine standards applicable to the management of a D@ internal
audit organization. Canplete guidance for two standards and a portion of the
guidance for two others are covered in this chapter. Policy guidance for the
remaining standards is provided in the other chapters of the Manual. The
following identifies the applicable chapter (s) for the nine standards:

Standard =
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620-
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640-

650 -
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Organization 13

Policies and Procedures 13

Scope and Reqmnsibility 5

Determination of Audit Priorities 5

Planning

Coordination

Internal Audit
Qualifications

5 &,13

6

Organization 4, 11 & 13

Personnel Management

Quality Assurance

following sections discuss

and Development 4

14

standards 610, 620, 650 ad 670.
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D. C?RGANIZATION

1. General Guidance

a. The head of each DoD internal audit organization shall reprt
directly to the Secretary or Deputy and/or Under Secretary of the applicable DoD
Callponent . No intermediary organizational element within the DoD Canponent shall
exercise technical direction over the applicable DOD internal audit organization.

b. The H internal audit organization shall be structured to help
ensure that audit resources are deployed efficiently and effectively and to
foster coordinated, balanced, and integrated acccxnplishment of the organization’s
mission, goals, and objectives.

c. The methods of recruiting, staffing, and training of prsonnel
resources shall ensure the mission and responsibilities of the DoD internal audit
organization are supprted. While the atiit organization should not ke struc-
tured around available skills, full advantage shall be taken of those skills that
are available.

d. The DoD internal a~it organization shall reflect the unique adit
needs of the Military Departments and Agencies. Whether this is done by fun-
tion, by parallel structure, or by sane cunbination of both, the way in which
each off ice is organized should simplify, and not canplicate, the ability of
atiit personnel to review the Military Department or Agency programs and
operations.

2. Resource Requirements. The D@ internal atiit organization should
determine and dccunent personnel resources as to numbers and skills required to
provide audit coverage ‘Wing as a minimum a 3-year cycle for those major programs
or functions determined to have a high vulnerability. Annual budget requests
skmld reflect the atiit coverage shortfall when sufficient staffing and funding
are not provided to accanplish high priority audit coverage within the 3-year
cycle.

3. Goals and Objectives

a. A formal process should ke developed for the establislmmt of orga-
nizational goals and objectives. The goals and objectives should be designed
to pranote improvements in the efficiency and effectiveness of audit operations
and staff qualifications, productivity, and job satisfaction. In developing
individual goals and objectives, inputs should ke solicited f ran senior audit
management and staff members.

.

b. A detailed action plan should be prepared for each goal and objective
with estimated canpletion dates. The status of each action plan should be
tracked and adjusted as necessary. Responsibility for implementation of action
plans should be assigned and incorporated in applicable employee performance
appraisal documents. The goals and objectives should be reviewed and qdated on
an annual basis, as a~ropriate.
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E. PCLICIES AND PKY3WRES

1. General

a. W head of the DOD internal atiit organization shall provide written
policies and procedures to guide the audit staff. DOD auditing standards ad
policies, as well as Do@ilitary Department regulations, shall be implemented
in organizational directives or reg@.ations.

b. An a~itor’s handbook or manual should be prepared covering the poli-
cies, procedures, techniques, and methodologies to be f olluwed by the staff in
planning, performing, and reporting atiit activities. The principal value of an
auditor’s handbook or manual is threefold:

(1) It serves as a ready reference for the staff to use in per-
forming audits.

(2) It helps the audit staff make decisions regarding a broad array
of j @mental factors encountered in every audit.

(3) It serves as a q@lity control

c. Procedures for supervisory auditors
their specific responsibilities in planning and
projects.

2. Assessinq Acccmplishments

a. In order to evaluate organizational
nization should have a data base systein (s) that

device.

should be developed to cover
managing individual aulit

performance,
provides, at

ccmparing actual and Planned performance on individual major

each audit orga-
a minirm.m, for
audit projects

(si~gle installation ievel a~its may be excluded) , measuring audit resources
devoted to various functional areas, tracking direct and indirect audit tk
and/or cost, and accxnnulating  nmetary and other benefits resulting f ran audits.

b. The data generated by these data systeins should be analyzed
periodically to identify deviations f ran planned perf onnance, assess deviations
f ran predetermined standards or goals, and identify performance trends. The
information gathered fran such evaluations should be used to develop plans to
improve the efficiency and ef f activeness of ad it operations. Such improvem=ts,
for example, might result in an improved planning process, identification of more
cost-effective approaches to audits, reorganization of headquarters or field
operations , and justification for additional resources.

3. Productivity Programs

a. The head of each DCD internal atiit organization shall establish and
implement a Productivity Improvement Program in support of Executive Order 12552
(reference (qq) ). l’he goal of the program should be to improve the quality,
timeliness, and efficiency of the audit organization.

and
and

b. Each D@ internal atiit organization should establish effectiveness
efficiency measures and goals ccmnnensurate  with the canplexity of its mission
functions, budget, and standards for quality and timeliness.
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F. PLANNING

1. An organizational planning process should be provided to ensure that the
audit organization keeps pace with changes in DoD/14ilitary  Department programs ~
emerging technologies, and other external developments. Organizational planning
involves the estimating or anticipating of the type of organizational structure~
manpower, facilities, training needs, audit techniques, etc., needed to direct an
effective audit function over a long period of time.

2. Organizational planning requires that senior audit management off icials
obtain sufficient information fran external sources to anticipate changing -
ditions and develop long-term strategies. This may be done by participating in
professional organizations and state-of-theart confer~, sponsoring research
or testing of new atiit techniques or methodologies, and meeting with senior D@,
Military Department, or other Federal Agency officials.

G. INTHWAL AUDIT ORGANIZATION Q.JALIFICATICNS

.

The D@ internal audit organization shall possess or obtain the knowledge,
skills, and disciplines needed to carry out its audit responsibilities. Formal
domnentation should exist covering the analysis of skill neWs and the id=
tif ication of shortf ails in numbers of personnel by skill level. A plan should
be developed to address any shortfalls through the recruitment of personnel,
training programs, and/or use of personnel external to the a@it organization.
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